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The disagreements about cost transfers reflect differences of opinion on how federally sponsored research projects are related and how they will be managed. Academic and agency scientists usually agree on the relatedness of projects and the prudence of retroactive reallocation of charges, especially to accommodate the scheduling of work. Auditors, however, generally expect clean segregation of the costs of separate projects and view cost transfers as suspect.
Attempts to Improve Accountability
A number of attempts have been made to improve accountability, and OMB Circular A-21 has been revised several times (see Appendix B).  It was revised in 1979 after about four years of discussions between the universities and the government, particularly the Department of Health, Education, and Welfare (DREW, now DHHS), the audit agency for most of the universities.
Both parties had sought revisions. The government wanted tighter procedures, more uniform methods of cost allocation among the universities, and explicit controls to bar the possibility of double charging or paying any individual for more than 100 percent effort*  It also seemed to want to reduce federal reimbursement of indirect costs: A revision of A-21 proposed by the agency, for example, would have eliminated certain categories of allowable costs entirely.
The universities sought clarification of the requirements of Circular A-21 that auditors in different regions were interpreting differently.11  They sought improvements in the effort-reporting requirements and proposed a method better adapted to academic work. They wanted to be able to charge certain costs, such as interest costs incurred in the acquisition of research equipment and facilities. They also sought exemption from cost-accounting standards then being developed for all defense contractors and designed mainly with commercial firms in mind.
The 1979 revision of Circular A-21 increased the specificity and uniformity of some of the costing requirements but exempted universities from the cost-accounting standards applied to commercial defense contractors. The revision reduced the extent to which certain costs could be allocated to research.  It denied some of DHEW's requests for further elimination of allowable costs and